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AMENDATORY SECTI ON:  (Amendi ng WSR 94-07-048, filed 3/10/94,
effective 4/10/94)

WAC 458-20-210 Sales of tangible personal property

fo
farm ng—Sales of agricultural products by farners. (1)

| nt roducti on. (( Fhi-s—section—explains—the B&O and—retail
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—)) This rule explains t he épplication of busi ness
and occupation (B&)), retail sales, and use taxes to the sale

and/or use of feed, seed, fertilizer, spray materials, and
ot her tangi ble personal property for farm ng. This rule also
explains the application of B&0)O, retail sales, and litter

taxes to the sale of agricultural products by farners.
Farmers should refer to WAC 458-20-101 to determ ne whether
t hey nust obtain a tax registration endorsenent or a tenporary
registration certificate from the departnent of revenue
(departnent).

Farnmers and persons nmeking sales to farmers nay al so want
to refer to the following rules for additional | nformation:

(a) WAC 458-20-209 (Farmng for hire and horticultura
services performed for farners);

(b) WAC 458-20-222 (Veterinarians and other persons who
performservices for |ive ani mals);

(c) WAC 458-20-239 (Sales to nonresidents of farm
machi nery or inplenents, and rel ated services); and

(d) WAC 458-20-262 (Retail sales and use tax exenptions
for agricultural enployee housing).

(2) Who 1s a farner? A "farnmer" is any person engaged in
the business of growing, raising, or producing, upon the
person's own | ands or upon the lands in which the person has a
present right of possession, any agricultural product to be
sol d. A “farnmer” does not include a person grow ng, raising,
or producing such products for the person's own consunption; a
person selling any aninmal or substance obtained therefrom in
connection wth the person's business of operating a
stockyard, sl aughter or packing house; or a person in respect
to the business of taking, cultivating, or raising tinber
RCW 82. 04. 213 and chapter 118, Laws of 2001.

(3) What is an agricultural product? An  “agricul tural
product” is any product of plant cultivation or aninm
husbandry 1 ncl udi ng, but not Ilimted to: a product of
horticulture, grain cultivation, vermculture, viticulture, or
aquacul ture as defined in RCW 15.85.020; plantation Christnnas
trees; short-rotation hardwods as defined in RCW 84.33.035
(as of July 22, 2001); turf; or any aninml, i1ncluding but not
limted to an aninal that is a private sector cultured aquatic
product as defined in RCW 15.85.020, a bird, an insect, or the
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substances obtained from such animals. An  “agricul tural
product” does not 1nclude animals defined under RCW 16. 70. 020
as "pet aninals." RCW 82.04.213 and chapter 118, Laws of
2001.

(4) Sales to farners. Persons making sales of tangible
per sonal property to farners are generally subject to
whol esaling or retailing B& tax, as the case may be. I n

addition, sales of sonme services performed for farners, such
as Iinstalling or repairing tangi ble personal property, are
retail sales and subject to retailing B& tax. The neasure of
the tax 1s the gross proceeds of sales. Persons nmaking retail
sales nust collect retail sales tax fromthe buyer, unless the
sale Iis exenpt by |law. Readers should refer to subsection (6)
of this rule for iInformation about specific sales tax
exenptions available for sales to farners.

(a) Docunenting whol esal e sal es. A seller must obtain a
resale certificate from the buyer to document the whol esal e
nature of any transaction. (Refer to WAC 458-20-102 for
detailed informati on about resale certificates.)

(b) Buyer’s responsibility when seller does not collect
retail sales tax on a retail sale. If the seller does not
collect retall sales tax on a retail sale, the buyer 1Is
required to pay the retail sales tax (comonly referred to as
“deferred sales tax”) or use tax directly to the departnent,
unl ess specifically exenpt by law. |If a deferred sales tax or
use tax litability 1s incurred by a farmer who 1s not required
to obtain a tax registration endorsenent wth the departnent
(see WAC 458-20-101), the farnmer nust report the tax on a
consuner use tax return and remt the appropriate tax to the
depart nent. The tax return and paynent are due on or before
the twenty-fifth day of the nonth followng the end of the
period in which the tax accrued. Refer to WAC 458-20-178 for
detalled I nformation regardi ng use tax.

The consuner use tax return can be obtained by calling
the department's telephone 1nformation center at 1-800-647-
7706. The return may also be obtained from the departnent's
Web Site at .
http://dor.wa.gov/content/fornms/al phalisting/tornms_al ph_c. asp.

(c) Feed, seed, seedlings, fertilizer, spray nnaterials,
and agents for enhanced pollination. Sales to farners of
feed, seed, seedlings, fertilizer, spray materials, and agents
for enhanced pollination, including insects such as bees, for
t he purpose of producing an agricultural product, whether for
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whol esal e or retail sale, are whol esal e sal es.

However, when these items are sold to consuners for
purposes other than producing agricultural products for sale,
the sales are retail sales. For exanple, sales of feed to
riding clubs, racetrack operators, boar der s, or simlar
persons who do not resell the feed at a specific charge are
retail sales. Sales of feed for feeding pets or work ani nal s,
or for raising animals for the purpose of produci ng
agricultural products for personal consunption are also retail
sales. Sales of seed, fertilizer, and spray naterials for use
on lawns and gardens, or for any other personal use, are
i kewi se retail sales.

(1) What is feed? "Feed" is any substance used as food
to sustain or inprove aninmals, birds, fish, or insects,
i ncl udi ng whol e and processed grains or m xtures thereof, hay

and forages or neals nmade therefrom mll feeds and feeding
concentrates, stock salt, hay salt, bone nmeal, fish neal, cod
liver oil, double purpose Ilinmestone grit, oyster shell, and
other simlar substances. Food additives that are given for

their beneficial growth or weight effects are “feed.”
Hornones or simlar products that do not nmke a direct
nutritional or energy contribution to the body are not “feed,”
nor are products used as nedi ci nes.

(ir1) What Is seed? "Seed" are the propagative portions
of plants compnly used for seeding or planting whether true
seed, bul bs, plants, seed-like fruits, seedlings, or tubers.

(i11) What is fertilizer? "Fertilizer" is any substance
containing one or nore recognized plant nutrients and is used
for 1Its plant nutrient content and/or 1s designated for use In
pronoti ng plant growth. "Fertilizer” 1ncludes |1 nes, gypsum
and manl pul ated aninmal and vegetable manures. There 1S no
requi rement that fertilizers be applied directly to the soil.

(1v) What are spray materials? "Spray naterial s" are any
substance or mxture of substances in liquid, powder
granular, dry flowable, or gaseous form that are iIntended to
prevent, destroy, control, repel, or mtigate any | nsect,
rodent, nenmatode, nollusk, fungus, weed, and any other form of
plant or animal |ife normally considered to be a pest. The
term 1ncludes treated materials, such as grains, that are
Intended to destroy, control, or repel such pests. " Spr ay
mat eri al s" also 1nclude substances that act as plant
regul ators, defoliants, desiccants, or spray adjuvants.

(v) Exanpl es. The followmng exanples i1dentify a nunber
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of facts and then state a concl usion. These exanpl es shoul d
be used only as a general quide. The tax results of other
situations nust be determned after a review of all of the
facts and circunstances.

(A) Sue grows vegetables for retail sale at a |ocal
mar ket. Sue purchases fertilizers and spray nmaterials that she
applies to the vegetabl e plants. She al so purchases feed for
poultry that she raises to produce eggs for her personal
consunpti on. Because the vegetables are an agricultural
product produced for sale, retail sales tax does not apply to
Sue’s purchases of fertilizers and spray materials, provided
the seller receives a resale certificate from Sue. Ret ali

sal es tax does apply to her purchases of poultry feed, as the
poultry are raised to produce eggs for Sue’s persona
consunpti on.

(B) WG Vineyards (W5 grows grapes that WS uses to

manuf acture wne for sale. WG purchases pesticides and
fertilizers that are applied to its vineyards. WG nay
purchase these pesticides and fertilizers at whol esale,

provi ded WG gives the sellTer a resale certificate.

(C) Seed Co. contracts with farners to raise seed. Seed
Co. provides the seed and agrees to purchase the crop If it
neets specified standards. The contracts provide that
ownership of the crop is retained by Seed Co., and the risk of
crop loss Is borne by the farners. The farners are obligated
to pay for the seed whether or not the crop nmeets the
speci fied standard. The transfer of the possession of the
seed to the farners 1s a wholesale sale, provided Seed Co.
obtains a resale certificate fromthe farners.

(d) Chem cal sprays or washes. Sal es of chem cal sprays
or washes, whether sold to farners or other persons, for the
pur pose of post-harvest treatnent of fruit for the prevention
of scald, fungus, nold, or decay are whol esal e sal es.

(e) Packing materials and contai ners. Sal es of packing
materials and containers to a farmer who wll resell the
property to be contained therein are whol esal e sal es, provided
the packing nmaterials and containers are not put to
intervening use by the farner. Thus, sales to farners of
bi nder twine for binding bales of hay or alfalfa that wll be
sold or wappers for fruit and vegetables to be sold are
subject to wholesaling B&0O tax. However, sales of binder
twine to a farner for binding bales of hay that wll be used
to feed the farner’s livestock are retail sales.
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(f) Farm ng equipnment. Sales to farnmers of farmng
equi pnent such as machinery, nachinery parts and repair,
tools, and cleaning materials are retail sales and subject to
retailing B& and retail sales taxes, unless specifically
exenpt by | aw.

(9) Machi nery and equi pnent used directly in a
manuf acturing operation. Machi nery and equi pnent used
directly in a manufacturing operation by a nanufacturer or
processor for hire Is exenpt from sales or use tax provided
that all requl renents for the exenption are net. RCW
82.08. 02565 and 82.12.02565. This exenption 1s comonly
referred to as the MXE exenption. Farners who use agricul tural
products that they have grown, ral sed, or produced as
Ingredients In a nanufacturing process nmay be entitled to the
MSE exemption on the acquisition of nmachinery and equl pnent
used directly 1n their manufacturing operation. Refer to WAC
458-20-13601 for detailed 1nformation regarding the ME
exenptl on.

See subsection (5)(b) of this rule for an exanple
illustrating a farmer wusing agricultural products that the
farner has grown as an ingredient In a manufacturing process.

(5) Sales by farnmers. Farmers are not subject to B&O tax
on whol esal e sales of agricultural products. RCW 82. 04. 330
Farmers who manufacture products using agricultural products
that they have grown, raised or produced should refer to
subsection (5)(b) of this rule for tax-reporting I nfornmation.

Farners are subject to retailing B&) tax on retall sales
of agricultural products and retailing or wholesaling B&O tax
on sales of nonagricultural products, as the case may be,
unl ess specifically exempt by | aw. Al so, B&0 tax applies to
sales of agricultural products that the seller has not grown,
ral sed, or produced upon the seller’s own |land or upon | and
that the seller has a present right of possession, whether
t hese products are sold at wholesale or retail. Li kew se, B&O
tax applies to sales of aninmals or substances derived from
animals 1 n connection with the business of operating a

st ockyard, sl aughterhouse, or packing house. Farnmers may be
eligble to claim a small business B& ) tax credit If the
amount of B&O tax lirability 1n a reporting period Is under a
certaln anount. For detalled Iinformation about this credit,
refer to WAC 458- 20- 104.

(a) Litter tax. The gross proceeds of sales of certain

products, including food for human or pet consunption, are
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subject to litter tax. RCW 82. 19. 020. Litter tax does not
apply to sales of agricultural products that are exenpt from
B&O tax under RCW 82.04. 330. RCW 82.19. 060 and chapter 118,
Laws of 2001. Thus, farnmers are not subject to litter tax on
whol esal e sales of agricultural products but are liable for
litter tax on gross proceeds of retail sales of agricultural
products that constitute food for human or pet consunption.
Al so, farmers that manuf acture products for use and
consunption within this state (e.g., a farner who produces
w ne from grapes that the farmer has grown) may be |iable for
litter tax nmeasured by the value of the products manufact ured.
For detailed information about the litter tax, refer to
chapter 82.19 RCW and WAC 458- 20- 243.
For exanple, RD Orchards (RD) grows apples at its own

or chards. Most apples are sold at whol esale, but RD operates
a seasonal roadside fruit stand from which it mkes retail
sal es of appl es. The whol esale sales of apples are exenpt
from both B& and litter taxes. The retail sales of apples

are subject to retailing B& and litter taxes but are exenpt
from sal es tax because the apples are sold as a food product

for hunman consunpti on. (See subsection (6)(d) of this rule

for I nformation about the retail sales tax exenption

applicable to sales of food products for human consunption.)
(b) Far ners usi ng agricultural product s in a

manuf acturing process. The B&0O tax exenption provided by RCW
82.04.330 does not apply to any person selling manufactured
substances or articles. Thus, farmers who nanufacture
products wusing agricultural products that they have grown,

rai sed, or produced are subject to nanufacturing B&O tax on
t he value of products nanufactured. Farmers who sell their

manuf actured products at retail or wholesale Iin the state of

Washi ngton are also generally subject to the retailing or

whol esaling B& tax, as the case nay be. In such cases, a
multiple activities tax credit (MATC) nmay be avail able. For

detailed infornmation regarding the nmanufacturing B&0 tax and
the MATC, refer to WAC 458-20-136 and 458-20-19301,

respectively.

For exanple, WG Vineyards (W35 produces wine from grapes
that it grows in its vineyards located within this state. WG
nmakes whol esale sales of its wine to custonmers both within and
wthout this state. W5 is subject to nmanufacturing B&0O tax on
the value of the wine it produces. WG I1s also subject to
whol esaling B&) tax on wholesale sales of wine delivered to
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buyers within this state, and WG is entitled to a nultiple
activities tax credit. In addition, Ws is subject to litter
tax on the value of wne sold wthin this state. ( See

subsection (5)(a) of this rule for information concerning the
l[itter tax.)

(1) Special B&O tax rate for nmnufacturing fresh fruits
and veget abl es. A special lower B&0 tax rate is provided by
RCW 82.04.260 to persons nmnufacturing fresh fruits or
vegetabl es by canning, preserving, freezing, processing, or
dehydrati ng. Thus, farnmers manufacturing fresh fruits and
veget abl es usi ng t hese processes shoul d report their
manuf acturing activity under the nanufacturing fresh fruits
and veget abl es B&0O tax cl assification.

Whol esale sales of fresh fruits or vegetables canned,
preserved, frozen, processed, or dehydrated by the seller and
sold to purchasers who transport the goods out of this state
in the ordinary course of business are also subject to the
lower B&O tax rate provided by RCW 82.04. 260. Farmers maki ng
such sales should also report their sales under the
manuf act uri ng fresh fruits and veget abl es B&O t ax
classification.

(11) Special B&O tax rate for nmanufacturing dairy
products. Effective Septenber 20, 2001, a special |ower B&O
tax rate is provided by RCW 82.04.260 for persons that
manufacture daliry products that, as of that date, are
Identified 1n 21 CF. R, chapter 1, parts 131, 133, and 135.
These products 1nclude mlk, butterm |k, cream yogurt,
cheese, and 1ce cream and also include byproducts from the
manufacturing of dairy products such as whey and casein.
Thus, farmers manufacturing qualifying dairy products should
report their manufacturing activity under the manufacturing
dairy products B& tax classification. This special rate does
not apply, however, when dairy products are used nerely as an
I ngredi ent or conponent of a nanufactured product that 1s not
a dalry product (e.g., mlk-based soups or pizza).

The special B&O tax rate provided by RCW 82.04. 260 al so
applies to persons selling manufactured daliry products to
purchasers who transport the goods outside of this state In
the ordinary course of business. Unl1 ke the special B&O tax
rate for certaln wholesale sales of fresh fruits or vegetabl es
which 1s addressed 1 n subsection (5)(b)(1i) of this rule, the
special B&0O tax rate for sales of qualifying daliry products
does not require that the sales be made by the person who
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manuf actured the dairy products nor that they be sales at
whol esal e. Farnmers making such sal es should al so report their
sal es under the manufacturing dairy products B&O tax
classification.

(c) Raising cattle for whol esal e sal e. Persons who raise
cattle for wholesale sale are exenpt from B& ) tax under RCW
82.04. 330 provided that the cattle are held for at | east sixty
days prior to the sale. Persons who purchase and hold cattle
for less than sixty days before reselling the cattle are not
considered to be engaging in the nornmal activities of grow ng,
rai sing, or producing |ivestock for sale.

For exanple, a feedlot operation purchases cattle and
feeds them until they attain a good narket condition. The
cattle are then sold at whol esal e. The feedlot operator 1Is
exenpt from B&0 tax on whol esale sales of cattle if the cattle
are held for at |least sixty days while they are prepared for
mar ket . However, the feedlot operator 1Is subject to
whol esaling B& ) tax on wholesale sales of cattle held |ess
than sixty days prior to the sale.

(d) B&O tax exenptions available to farners. In addition
to the exenption for whol esale sales of agricultural products,
there are several other B& tax exenptions available to
farners which are discussed in this subsection

(1) An exenmption is provided by RCW 82.04. 330 for amounts
received by any farnmer for growng, raising, or producing
agricultural products owned by others, such as custom feed
oper ati ons.

For exanmple, a farnmer is engaged in the business of
raising cattle owned by others (comonly referred to as
"custom feeding"). After the cattle attain a good nnarket
condition, the owner then sells them Anpunts received by the
farmer for custom feeding are exenpt from B&O tax under RCW
82. 04. 330.

(i1) An exenption is provided by RCW 82.04.410 for
ampunts received for the sale of hatching eggs or poultry by
farmers producing the sane, when these products are for use in
t he production for sale of poultry or poultry products.

(ir11) An exenption is provided by RCW 82.04.337 for
ampunts received by hop growers or dealers for hops shipped
outside the state of Washington for first use, if those hops
have been processed into extract, pellets, or powder in this
st at e. However, the processor or warehouser of such products
is not exenpt on amounts charged for processing or warehousi ng
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such products.

(e) B& tax credit to encourage alternatives to field
burni ng. Persons who qualify for a sales or use tax exenption
under RCW 82.08.840 or 82.12.840 (nmchinery, equipnent, or
structures that reduce emssions from field burning) also
qualify for a B& tax credit. RCW 82. 04. 4459, The anpunt of
the credit is equal to fifty percent of the anmpunt of costs
expended for constructing structures or acquiring nachinery
and equi pnent for which an exenption was taken under RCW
82.08.840 or 82.12.840. (See subsection (6)(m of this rule

for 1nformation about the sales and wuse tax exenptions
provided by RCW 82.08.840 and 82.12.840.) No application iIs
necessary for the credit. Persons taking the credit nust keep

records necessary for the departnent to verify eligibility for
the credit.

This credit is subject to the following limtations:

(i) No credit may be taken i n excess of the anmpunt of B&O
tax that would otherw se be due.

(i11) Credit my not be carried over to subsequent
cal endar years.

(111) The credit nust be clained by the due date of the
| ast tax return for the calendar year in which the paynent iIs
nade.

(iv) Any unused credit expires.

(v) Refunds will not be given in place of credits.

(vi) The credit may not be clainmed for expenditures that
occurred before March 22, 2000, and the credit expires on
January 1, 2006.

(6) Retalil sales and use tax exenptions. This subsection
provides 1 nfornation about a nunber of retail sales tax and
corresponding use tax exenptions avallable to farners and

persons buying tangible personal property at retall from
farners. Some exenptions require the buyer to provide the
seller wwth an exenption certificate. Readers should refer to
subsection (7) of this rule for additional I nformati on

regardi ng exenption certificates.

This subsection contains a nunber of exanples which
illustrate these exenptions. The exanples 1dentify a nunber
of facts and then state a concl usi on. The exanpl es shoul d be
used only as a general qulde. The tax results of other
situations nust be determned after a review of all of the
facts and circunstances.

(a) Pollen. Pollen is exenpt from retail sales and use




PRELI M NARY DRAFT—OR DI SCUSSI ON PURPOSES ONLY. THI'S DRAFT | S
NOT TO BE CONSI DERED A PROPOSED RULE AND IS ONLY PROVI DED FOR
DI SCUSSI ON PURPOSES TO DETERM NE WHAT TOPI CS A LATER PROPOSED
RULE M GHT ADDRESS. UNDER NO Cl RCUMSTANCES | S THI S DI SCUSSI ON
DRAFT TO BE USED TO DETERM NE TAX LI ABI LI TY AND OR EXEMPTI ONS.

taxes. RCW 82.08.0277 and 82.12.0273.

(b) Senen. Senen used in the artificial insenm nation of
livestock is exenpt from retail sales and use taxes. RCW
82.08.0272 and 82.12. 0267.

(c) Feed for livestock at public livestock markets. Feed
to be consuned by livestock at a public livestock narket iIs
exenpt from retail sales and use taxes. RCW 82. 08. 0296 and
82.12. 0296.

(d) Food products. Food products for human consunption
are exenpt from retail sales and use taxes. RCW 82. 08. 0293
and 82.12.0293. This exenption also applies to the sale

and/ or use of li1vestock for personal consunption as food. For
detailed I nformati on about food products that qualify for this
exemption, refer to WAC 458- 20- 244,

(e) Auction sales of farm property. Retail sal es and use
taxes do not apply to tangible personal property, 1 ncluding
househol d goods, which have been used In conducting a farm
activity, 1f the property was purchased from a farmer at an
auction sale held or conducted by an auctioneer upon a farm
RCW 82. 08. 0257 and 82.12. 0258.

(f) Poultry. Poultry used in the production for sale of
poultry or poultry products is exenpt from retail sales and
use taxes. RCW82.08.0267 and 82.12.0262.

For exanple, a poultry hatchery produces poultry from
eggs. The resulting poultry are sold to egg producers. These
sales are exenpt fromretail sales taxes under RCW 82.08. 0267.

(They are also exenpt from B&O tax. See subsection
(5)(d)(i1) of this rule.)
(g) Leases of i1rrigation equipnent. Retail sal es and use

taxes do not apply to the lease or wuse of irrigation
equl pnent, but only if:

(1) The irrigation equipnent was purchased by the |essor
for the purpose of irrigating [and controlled by the |essor;

(i1) The lessor has paid retail sales or use tax upon the
irrigation equi pnent;

(i11) The irrigation equipnent is attached to the land in
whole or in part; and

(iv) The irrigation equipnent is leased to the | essee as
an incidental part of the |lease of the underlying land and iIs
used solely on such and. RCW 82.08.0288 and 82.12. 0283.

(h) Beef and dairy cattle. Beef and dairy cattle to be
used by a farner in producing an agricultural product are
exempt from retail sales and use taxes. RCW 82. 08. 0259 and
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82.12.0261.

For exanple, John operates a farm where he raises beef
and dairy cattle for sale. He also raises other Iivestock for
sal e i ncluding hogs, sheep, and goats. All of John's sal es of
dairy and beef cattle for use on a farmare exenpt fromretal
sal es tax. However, John nust collect retail sales tax on all
retail sales of sheep, goats, and hogs unless the sales
qualify for the food products exenption discussed previously
in this subsection, or the exenption for Ilivestock for
breedi ng purposes which is discussed i nmedi ately bel ow.

(1) Livestock for breedi ng purposes. The sale or use of
i vestock, as defined in RCW 16.36. 005, for breedi ng purposes
where the aninals are registered Iin a nationally recognized
breed association Is exenpt fromretail sales and use taxes.
RCW 82.08. 0259 and 82.12.0261. This exenption is avail able
only when the buyer provides the seller with an exenption
certificate i1n a form and nanner prescri bed by the departnent.

For exanple, ABC Farnms raises and sells quarter horses
registered in the Anmerican quarter horse association (AQHA).
Quarter horses are generally recognized as a definite breed of
hor se, and the AQHA 1s a nationally recognized breed
association. Therefore, ABC Farns Is not required to collect
sales tax on retail sales of quarter horses for breeding
pur poses provi ded It receil ves a conpl et ed exenption
certificate fromthe buyer.

(j]) Bedding materials for chickens. Retail sal es and use
taxes do not apply to materials used by farners to accunul ate
and facilitate the renpval of chicken nmanure provided that the
farmer 1s raising chickens that are sold as agricultural
products. RCW 82.08.920 and 82.12.920. The exenption 1S
effective Septenber 20, 2001 and i1s available only when the
buyer provides the seller with an exenption certificate I1n a
form and manner prescribed by the departnent.

(1) What are bedding materials? “Bedding materials” are
wood shavings, straw, sawdust, shredded paper, and other
simlar materials.

(11) Exanpl e. Farmer raises chickens for wuse in
producing eggs for sale. When the chickens are no | onger
useful for producing eggs, Farner sells the chickens to food
processors for soup and stew neat. Far ner purchases beddi ng
materials used to accunulate and facilitate the renoval of
chi cken nmanur e. The purchases of bedding nmaterials by Farner
are exenpt from retail sales tax. The law nmerely requires
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that the chickens be sold as agricultural products. It is
inmmaterial that Farnmer primarily raises the chickens to
produce eggs.

(k) Propane or natural gas used to heat structures

housi ng chi ckens. Retail sales and use taxes do not apply to
propane or natural gas used by farners heat structures used to
house chi ckens. The propane or natural gas nust be used

exclusively to heat the structures, and the structures nust be
used exclusively to house chickens that are sold as
agricul tural products. RCW 82.08.910 and 82.12.910. The
exenption 1s effective Septenber 20, 2001 and is avail able
only when the buyer provides the seller with an exenption
certificate 1n a form and nanner prescri bed by the departnent.

(1) What are “structures”? “Structures” are barns,
sheds, and other simlar buildings in which chickens are
housed.

(11) Exanpl e. Farmer purchases natural gas that is used
to heat structures housing chickens. The natural gas is used
exclusively to heat the structures, and the structures are
used exclusively to house chickens. The chickens are used to
produce eqggs. When the chickens are no |onger useful for
produci ng eggs, Farner sells the chickens to food processors
for soup and stew neat. The purchase of natural gas by Farner
Is exenpt fromretalil sales tax. The law nerely requires that
the chickens be sold as agricultural products. It 1Is
Iinmmaterial that Farnmer primarily houses these chickens to
produce eggs.

(r11) Exanple. Farmer purchases natural gas that is used
to heat structures used in the incubation of chicken eggs and

structures used for washing, packing, and storing eggs. The
natural gas used to heat these structures 1s not exenpt from
retail sales tax because the structures are not used
exclusively to house chickens that are sold as agricultural
products.

(I') Machinery, equipnent, and structures used to reduce
em ssions fromfield burning. Retail sales tax does not apply
to sales of machinery and equi pnent, and to services rendered
in respect to constructi ng structures, I nstal ling,
constructing, repairing, cleaning, decorating, altering, or
i nproving of structures or eligible nachinery and equi pnent,
or to sales of tangible personal property that becones an
i ngredient or conponent of eligible structures or eligible
machi nery and equipnent, if all of the requirenents for the
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exenption are net. Li kewi se, use tax does not apply to the
use of machinery and equi pnent, or tangi bl e personal property
t hat becones an ingredient or conponent of eligible machinery
and equipnment, 1f all of the requirenents for the exenption
are net. RCW 82. 08. 840 and 82.12. 840. These exenptions are
aval |l abl e begi nning March 22, 2000 and expire January 1, 2006.

Persons taking an exenption nust keep records necessary for
t he departnent to verify eligibility for the exenption.

To qualify for an exenption, all of the follow ng
requi renents nust be net:

(1) The machinery, equipnent, or structure nust be used
more than half (50% of the tine:

(A) For gathering, densifying, processing, handling,
storing, transporting, or incorporating straw or straw based
products that results in a reduction in field burning of
cereal grains and field and turf grass grown for seed; or

(B) To decrease air emssions resulting from field
burning of cereal grains and field and turf grass grown for
seed.

(ii) For the sales tax exenption, the buyer must provide
the seller wwth an exenption certificate in a form and manner
prescribed by the departnent.

(m Dairy nutrient nmanagenent equi pnent and facilities.
Sales to, or use by, eligible persons of tangible personal
property that becomes an 1ingredient or conponent of dairy
nutrient nanagenent equi pnment and facilities are exenmpt from
retall sales and use taxes. Also, sales to eligible persons
of services rendered in respect to operating, repairing,
cleaning, altering, or inproving dairy nutrient nanagenent
equi pnent and facilities are exenpt from retail sal es tax.
RCW 82.08.890 and 82.12. 890. These exenptions are effective
July 13, 2001 and apply to sales nade, or tangible personal
property used, after the dairy nutrient nanagenent plan iIs
certified under chapter 90.64 RCW

(1) These exenptions are available only if all of the
follow ng requirenents are net:

(A) The equipment and facilities nust be used exclusively
for activities necessary to maintain a dairy nutrient
managenent plan as required under chapter 90.64 RCW and

(B) The buyer provides the seller with an exenption
certificate 1n a form and manner prescribed by the departnent
which nmust be retained in the seller’s files. The depart nent
wll provide an exenption certificate to an eligible person
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upon application. A sanple letter for use in applying for an
exenption certificate can be obtained from the departnent as
provided i n subsection (7) of this rule.

(11) For purposes of these exenptions, the follow ng
definitions apply:

(A)“Eligi ble person” neans a person |icensed to produce
mlk wunder chapter 15.36 RCW who has a certified dairy
nutrient nmanagenent plan by Decenber 31, 2003, as required by
chapter 90.64 RCW

(B) “Dairy nutrient managenent equi pnent and facilities”
means nmachi nery, equi pnent, and structures used exclusively iIn
the handling and treatnment of dairy nanure, such as aerators,
agitators, alley scrapers, augers, dans, gutter cleaners,
| oaders, |agoons, pipes, punps, separators, and tanks. The
term also includes tangi ble personal property that becones an
ingredient or conponent of the equipnent and facilities,
including repair and repl acenent parts.

(n) Ani mal phar naceuti cal s. Certain ani nal
pharnmaceuticals are exenpt from retail sales and use taxes
when sold to, or used by, farners or veterinarians. RCW

82.08.880 and 82.12.880. To qualify for the exenption, the
ani mal pharnmaceutical nust be adm nistered to an aninal that
is raised by a farnmer for the purpose of producing an
agri cul tural product for sal e. Al so, t he ani na
phar naceuti cal nust be approved by the United States
departnent of agriculture (USDA) or the United States food and
drug adm nistration (FDA).

This exenption 1s effective August 1, 2001 and is
available only when the buyer provides the seller wth an
exenption certificate in a form and manner prescribed by the
depart nment.

(1) What is a “veterinarian”? A “veterinarian” neans a
person who is licensed to practice veterinary nedicine,
surgery, or dentistry under chapter 18.92 RCW

(i1) How can | determne whether the FDA or USDA has
approved an ani mal pharmaceutical? The FDA and USDA have an
est abl i shed approval process set forth in federal regul ations.

The FDA nml nt al ns a |1 st of al | approved ani mal
pharmaceuticals called the “Green Book.” The USDA nmai ntalns a
i st of approved biotechnol ogy products called the “Veterinary
Bl ol ogi cs Product Catal ogue.” Pharmaceuticals that are not on
either of these |lists have not been approved and are not
eligible for the exenption.
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(iii) Exanpl e. Dairy Farnmer purchases sterilizing
agents. The sterilizing agents are applied to the equipnent
and facilities where Dairy Farner's cows are ml ked. Dal ry
Farnmer al so purchases antiseptic udder washes and sal ves that
are not listed Iin either the FDA's G een Book of approved
ani mal pharnaceuticals or the USDA's Veterinary Biologics
Product Catal ogue of approved biotechnol ogy products. The

purchases of sterilizing agents are not exenpt as aninm
pharnaceuticals because the sterilizing agents are not
adm nistered to aninmals. The antiseptic udder washes and
salves are |ikew se not exenpt because they have not been
approved by the FDA or USDA.

(frv) What type of animal nust the pharnaceutical be
adm ni stered to? As noted above, the exenption is limted to
the sale and/or use of aninmal pharnmaceuticals adn nistered to
an animal that 1s ralsed by a farnmer for the purpose of
producing an agricultural product for sale. The conditions
under whi ch a farnmer nmay purchase tax-exenpt ani ma
pharmaceuticals are simlar to those under which a farner my
purchase feed at whol esal e. Both types of purchases require
that the particular product be sold to a farnmer (or a
veterinarian In the case of animal pharmaceuticals), and that
t he product be given or admnistered to an animal ralsed by a
farner for the purpose of producing an agricultural product
for sale.

(A) Exanples of aninmals raised for the purpose of
producing agricul tural products for sale. The ani nal
phar maceut i cal exemption |Is available 1n the follow ng
nonexclusive list of exanples because the animals are belng
raised for the purpose of producing an agricultural product
for sale, presumng all other requirenents for the exenption
are net:

(1) Horses, cattle, or other |livestock raised by a farner
for sale;

(1) Cattle raised by a farner for the purpose of
sl aughtering, 1f the resulting products are sol d;

(1'11r) MIk cows ralsed and/or used by a dairy farnmer for
t he purpose of producing mlk for sale;

(I'V) Horses raised by a farner for the purpose of
produci ng foals for sale;

(V) Sheep raised by a farnmer for the purpose of producing
wool for sale; and

(MI) "Private sector cultured aquatic products" as
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defined by RCW 15.85.020 raised by an aquatic farnmer for the
purpose of sale (e.g., salnon, catfish, and nussels).
(B) Exanmples of aninmals that are not raised for the

purpose of producing agricultural products for sale. The
ani nal pharnmaceutical exenption 1s not available 1in the
follow ng nonexclusive |ist of exanples because the aninnals

are not being raised for the purpose of producing an
agricultural product for sale:

(1) Cattle raised for the purpose of slaughtering if the
resulting products are not produced for sal e;

(I1'l') Sheep and other |ivestock rai sed as pets;

(I1'1'1) Dogs or cats, whether raised as pets or for sale.
Dogs and cats are pet aninmls; therefore, they are not
considered to be agricultural products. (See subsection (3) of
this rule); and

(I'V) Horses raised for the purpose of racing, show ng,
riding, and junping. However, 1f at sonme tine in the future
the horses are no |onger raised for racing, show ng, riding,
or junping and are instead being raised by a farner for the

pur pose of producing foals for sale, the exenption wll apply
provided that all other requirenents for the exenption are
met .

(v) Do products that are wused to admnister aninm
pharmaceuticals qualify for the exenption? Sales of products
that are used to admnister animl pharmaceuticals (e.qg.,
syringes) do not qualify for the exemption, even If they are
later used to admnister a tax-exenpt aninmal pharnmaceuti cal.
However, sales of tax-exenpt aninal pharnmaceuticals contal ned
In a product used to admnister the aninmal pharnaceuti cal
(e.g., a dose of a tax-exenpt pharmaceutical contained In a
syringe or cotton applicator) do qualify for the exenption.

(7) Sales tax exenption certiflicates. As I1ndicated in
the previous subsection of this rule, <certain sales of
tangl bl e personal property and retail services to and/or by
farmers are exenpt fromretail sales tax. Except as otherw se
provided, for those exenptions that require the buyer to
provide the seller with an exenption certificate at the tine
of sale, farnmers may use the department’s “Farners’ Retall
Sal es Tax Exenption Certificate” or another certificate wth
substantially the sane i1nformation as it relates to the
claimed exenption. Sellers nust retain a copy of the
exenption certificate 1n their files. W t hout proper
docunentation, sellers wll be liable for paynent of the
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retail sales tax on sales clainmed as exenpt.

The Farners’ Retail Sales Tax Exenption Certificate
cannot be used for the dairy nutrient nanagenment exenption
di scussed Iin subsection (6)(n) of this rule. However, as
noted above, the departnent will provide eligible persons,
upon application, with an exenption certificate for this
exenption. The Farners’ Ret ai | Sales Tax Exenpti on
Certificate and a sanple letter for use i1n applying for the
dairy nutrient nmanagenment exenption certificate can be
obtained by <calling the departnent’s taxpayer infornation
center at 1-800-647-7706. These docunents can also be
downl oaded from t he departnent’s Web site at
http://dor.wa.gov/forns/forns al ph f.asp.




